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Some Perspective On The Medical Issues 

While daily updates in infection and mortality statistics of the virus relay its spread and impact, it is also a record of a 
global failure in disease control by way of alertness and population monitoring. The official one million mark of cases 
infected is somewhat misleading as these are the numbers of suspected cases who have tested positive for the virus. 
It does not include those in the global population who are asymptomatic and who are unwitting spreaders of it. The 
US has gone from testing 10,000 people a day to reputably 100,000 a day, although the Centre for Disease Control 
and Prevention (aka CDC) no longer seems to report its daily numbers. In any event, with more testing comes a higher 
confirmation of infection. Nonetheless, the slow and disjointed national response of the US in leading its citizens 
to respect the pandemic and maintain social distancing could now see the death toll being in excess of 200,000. 
Irrespective of the global location, the key medical issue worldwide is the level of healthcare such an infected group 
will receive, especially those with pre-existing conditions which makes them vulnerable to the effects of the virus. 

 

The Current Economic Thinking 

The relevance of the US infection numbers is important in terms of its financial position globally and its knock-on 
effect on other stockmarkets. While the pandemic is primarily a public health emergency, it is also a financial one. 
Global business cannot expect to return to normal activity overnight. Whether a herd immunity occurs and or the 
vaccine becomes available globally, what was normal before may not be anymore. People may be less inclined to go 
into packed venues such as pubs, restaurants and public events for quite some time. Tourism will be impacted upon  
as it sees a slow recovery assuming that many airlines, hotels and venues are likely to fail first. 

 
Even though Chinese production appears to be on the move as evidenced by satellite monitoring of air pollution the 
economic impact of the virus will go back and forth across the world. Closure of non essential retail outlets in the West 
has led to huge cancellations of orders from international brand names to manufacturers in developing economies. 
Some of these nations are also seeing the value of their own currencies plummeting, forcing them to pay more for 
imported food and fuel while the pandemic itself threatens to overwhelm their mostly inadequate medical systems. 

 

The longer that economies stay shut down by way of social distancing and lockdown, the greater the probability 
that a “V” shaped economic recovery will turn into a “U” shaped recovery. Considering the growing recognition of 
the global economic impact there is likely to be further economic stimulus especially among the larger trading blocs 
which may see the possible outcome being somewhere between the “V” and the “U”. 

 

What Do Previous Downturns Tell Us And What Are We Facing Into? 

The impact of COVID-19 stands out amongst the history of financial market downturns over the last 33 years more 
for its speed than its scale. Markets have moved very rapidly to price in the undoubted recession resulting from the 
virus. From a historical viewpoint, it is worth remembering that the average recovery period for investors has been in 
the region of 15 months based upon previous experience as can be seen from a review of the last thirty or so years. 
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Days from 
Peak to Low 

Percentage 
Gain from 
Low Point 

Days from 
Low to 

Recovery 

27/08/1987 04/12/1987 09/01/1989 -23% 99 30% 402 

16/07/1990 16/01/1991 01/04/1993 -19% 184 23% 806 

27/03/2000 09/10/2002 22/11/2006 -51% 926 104% 1,505 

12/10/2007 03/09/2009 22/04/2014 -59% 692 144% 1,692 

07/07/2011 04/10/2011 02/01/2013 -21% 89 27% 456 

21/05/2015 11/02/2016 10/02/2017 -19% 266 23% 365 

26/01/2018 25/12/2018 01/11/2019 -20% 333 25% 311 

Source : Bloomberg 19/03/2020 
 

Investors typically have a time frame of several years rather than the need to focus on the value of stocks in the next 
few weeks or even months. With the stockmarket reaction to current events it’s a timely reminder that volatility in 
markets is not what investors need to be concerned about. Selling investments because of concerns of daily pricing 
movements only crystallises permanent losses when a calmer approach means that such losses can be avoided. 


